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FEMW COMWNlUTlONS COHMISON 

OFFICE OF THE SECRETMY 

Re: Revisions to Cable Television Rate Regulations, Notice of Proposed 
Rulemaking and Order, MB Docket No. 02-144, FCC 02-177,17 FCC 
Rcd - (released June 19,2002), para. 55. 
ORAL EXPARTE PRESENTATION NOTICE 

Dear Ms. Dortch: 

On Tuesday, June 25,2002, Gary S. Lutzker and the undersigned met with William H. 
Johnson, Deputy Chief of the Media Bureau; Marjorie Reed Greene, Associate Bureau Chief of 
the Media Bureau; and John Norton, Deputy Chief of the Media Bureau’s Policy Division 
regarding the above-referenced proceeding. During that meeting, we discussed matters 
concerning the proper calculation of regulated cable television rates to reflect the addition and 
deletion of channels given the expiration of Section 76.922(g) of the Commission’s rules, 47 
C.F.R. 5 76.922(g). We also discussed the interim methodology for doing so suggested in the 
above-referenced order (the “Order”) and the formula embedded in FCC Form 1240 that would 
be used to calculate the non-external portion of regulated rates associated with added or deleted 
channels pursuant to the methodology suggested in the Order. Enclosed herewith is a copy of 
the materials we provided. 

Pursuant to Section 1.1206(b)(l) of the Commission’s Rules, 47 C.F.R. 5 1.1206(b)(l), 
an original and one copy of this letter are being submitted to the Secretary’s office and copies are 
being provided to the Commission participants in the meeting. In addition, copies of this letter 
with enclosures are being filed pursuant to the instructions set forth in paragraph 83 of the Order. 
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Please contact the undersigned if you have any questions regarding the foregoing. 

Enclosures 

PHFisad 

cc: William H. Johnson, Esquire, Room 3-C742 (wlo e n d )  
John Norton, Esquire, Room 4-C764 (w/o encl.) 
Majorie Reed Greene, Esquire, Room 4-C764 (w/o encl.) 
Wanda Hardy, Room 3-A862 (w/ encl.) 
Qualex International, Room CY-B402 (w/ encl.) 
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Revisions to Cable Television Rate Regulations, Notice ofproposed Rulemuking and Order, 
MB Docket No. 02-144, FCC 02-177,17 FCC Rcd - (released June 19,2002), para. 55. 

1. Under the Commission’s rules in effect prior to adoption of the Sixth Order on 
Reconsideration,’ cable operators adjusted the residual (i.e., non-external) component o f  
their rates to reflect the addition and deletion of channels on regulated tiers pursuant to 
former Section 76.922(e) of the rules.* 

For example, an operator who restructured a fifty-one channel single-tier cable 
system into a nineteen channel basic service tier (“BST”) and who deleted thirty-two 
channels from the regulated tier would adjust the residual component of its BST rate 
by (1) dividing in two the sum BST channels before and after the restructuring; 
(2)  consulting the table located in Section 76.922(e)(l) to determine the applicable 
per-channel adjustment factor for the number of channels produced by the calculation 
in step 1; and (3) multiplying the per-channel adjustment factor by the change in the 
number of channels on the BST. In this example, the operator would have reduced its 
residual BST rate by $0.96 (32 channels x $0.03). Of course, the actual rate for the 
restructured BST would also be reduced by the external costs (i.e., programming cost, 
copyright fees, etc.) associated with the thirty-two deleted channels. 

2. In the Sixth Order on Reconsideration, the Commission adopted, among other things, 
new temporary methodologies for adjusting regulated rates to reflect the addition, 
deletion, movement and substitution of channels on regulated BSTs and cable 
programming service tiers (“CPSTS”).~ The Commission specifically limited application 
of its new methodologies to the period ending December 31, 19974 Paragraph 98 of the 
Sixth Order on Reconsideration explicitly stated that the new rule would “expire on 
[December 31, 19971 and will be replaced by our existing rule unless it is reinstated by 

’ Implementation of Sections of the Cable Television Consumer Protection and 
Competition Act of 1992: Rate Regulation, Sixth Order on Reconsideration. Fifth Report and 
Ordec and Seventh Notice of Proposed Rulemaking, 10 FCC Rcd 1226 (1994), a f d  Adelphia 
Communications Corp. v. FCC, 88 F.3d 1250 (D.C. Cir. 1996). 

47 C.F.R. 5 76.922(e) (1994). Former Section 76.922(e) of the Commission’s rules is 
attached hereto as Exhibit 1. The Commission adopted former Section 76.922(e) in the Second 
Order on Reconsideration. See Implementation of Sections of the Cable Television Consumer 
Protection and Competition Act of 1992: Rate Regulation, Second Order on Reconsideration , 
Fourth Report and Order: and Fifth Notice of Proposed Rulemaking, 9 FCC Rcd 41 19,4241-44, 
paras. 244-48 (1994). 

10 FCC Rcd at 1244-1257, 1260, paras. 54-86,98 
Id. at 1248-49, para. 65, and 1260, para. 98. 
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the Commi~sion.”~ The Commission, therefore, intended that former Section 76.922(e) 
of the rules would govern the adjustment of residual rates beginning January 1, 1998. 

Although Section 76.922(e)(8) of the Commission’s revised rules stated that “[plaragraph 
(e) of this section shall cease to be effective on January 1, 1998 unless renewed by the 
Commission,’” and although the Cornmission declined to renew the revised Section 
76.922(e), the codification of the Commission’s rules failed to reflect the Commission’s 
direction to reinstate Section 76.922(e) as it existed prior to adoption of the Sixth Order 
on Reconsideration. The FCC Forms 1210 and 1240 also have not been revised to reflect 
reinstatement of the pre-existing channel movement and deletion rule. 

Paragraph 55 of the above-referenced Order (the “Order”) states that cable operators 
should calculate rate adjustments for channels added to the BST in accordance with the 
per-channel adjustment factor in Section 76.922(g)(2) of the Commission’s rules,’ but 
also states that “rate adjustments for channel deletions and substitutions” be made 
“consistent with section 76.922(g)(4) and (g)(6), respectively.” (footnote omitted, 
emphasis added). Sections 76.922(g)(4) and (g)(6), however, were part of the new rule 
adopted in the Sixth Order on Reconsideration, which the Commission determined would 
expire on December 3 1, 1997. 

3. 

4. 

Under the methodology specified in paragraph 55 of the Order, a cable operator 
providing a fifty-one channel BST would be permitted a $0.01 residual rate 
adjustment to reflect the addition of one channel to the BST, but would be required to 
reduce its residual rate by approximately $0.49 if it were to delete one channel. 

In the first example noted above, where an operator restructures a fifty-one channel 
single-tier cable system into a nineteen channel BST and a thirty-two channel non- 
rate-regulated offering, the operator would be required, under the methodology 
specified in paragraph 55  of the Order, to reduce its BST residual rate by 
approximately $9.57, rather than the $0.96 specified under the Commission’s rule 
existing prior to adoption of the Sixth Order on Reconsideration. This example 
assumes the FCC Form 1240 spreadsheet would be capable of performing this 
calculation, which, as demonstrated below, it is not. 

Zd. at 1260, para. 98. 
47 C.F.R. 5 76.922(e)(S) (1995). Following the Commission’s adoption of the annual 

rate adjustment methodology, Section 76.922(e) of the Commission’s 1995 rules was relocated to 
Section 76.922(g). See 47 C.F.R. § 76.922(g) (2001). 

47 C.F.R. 5 76.922(g)(2) (2001). Section 76.922(g)(2) of the Commission’s current rules 
corresponds to 47 C.F.R. 5 76.922(e)(2) (1995), which is the temporary rule adopted in the Sixth 
Order on Reconsideration, 47 C.F.R. 5 76.922(e)(2) (1995) is attached hereto as Exhibit 2. 

’ 
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5. The calculations specified in paragraph 55 of the Order cannot be accomplished on the 
current version of FCC Form 1240 without substantial amendments to the formulas 
reflected on the Commission’s rate calculation spreadsheet. A specific example of the 
problem associated with the FCC Form 1240 and paragraph 55 of othe Order is 
illustrated by Exhibit 3 to this Memorandum. Given a common scenario in which an 
operator is restructuring a “fat” basic service tier (“SST”) into a BST and a CPST, the 
existing FCC Form 1240 cannot calculate the restructured BST rate properly. 
Specifically, Line 401 of Worksheet 4 for the Projected Period automatically reflects the 
Line A1 maximum permitted rate (“MPR’)), which includes the rate for all the channels 
formerly carried on the “fat” BST, but the number of channels and external cost 
components of the Projected Period Worksheet 4 reflect the new “skinny” BST. In other 
words, the FCC Form 1240 will automatically, but erroneously, divide the price for the 
previsously combined “fat” BST by the number of channels from the new restructured 
BST, which results in an incorrectly inflated residual for the Projected Period and, by 
operation of Worksheet 5, a negative MPR for the restructured BST. In the FCC Form 
1240 included in Exhibit 3, in which a 51-channel BST is restructured in Month 1 ofthe 
Projected Period to a 19-channel BST, this aspect of the FCC Form 1240 spreadsheet 
results in reducing the $25.97 MPR for the former 51-channel BST to a rate of ($21.90) 

The problem created by paragraph 55 of the Order is particularly acute for cable 
operators who have recently restructured single tier systems into separate BST and CPST 
offerings. Through no fault of their own, these operators are confronted with potentially 
substantial rate reductions and refund liability that could not have been predicted when 
they made a reasonable business decision to provide their customers with enhanced 
choices in service options. 

Given the Commission’s instructions in the Sixth Order on Reconsideration and the pre- 
existing channel addition and deletion rule adopted in the Second Order on 
Reconsideration, the Commission should clarify that the pre-existing rule applies to the 
non-external price adjustment for the addition and deletion of channels on all regulated 
service tiers except for the deletion of “Caps” channels from single-tier systems, which 
should reflect the actual per-channel adjustment taken when such channels were added to 
the operator’s channel line-up. 

6 .  

7. 
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increase its rates subsequently to re- 
flect the changes. 

(ii) A system must adjust its rates in 
the next calendar year quarter for any 
decrease in programming costs that re- 
sults from the deletion of a channel or 
channels from a regulated tier. 

(111) Any rate inorease made to re- 
flect an increase in external costs must 
also fully account for all other changes 
in external costs. inflation and the 
number of channels on regulated tiers 
that occurred during the same period. 
Rate adjustments made to reflect 
changes in external costa shall be based 
on any changes in those external costa 
that occurred from the end of the last 
quarter for which an adjustment was 
previously made through the end of the 
quarter that has most recently closed 
preceding the filing of the FCC Form 
1210 (or FCC Form 1211. where applica- 
ble). A system may adjust its rates 
after the close of a quarter to reflect 
changes in external costa that oocurred 
during that quarter as soon as it has 
sufficient information to calculate the 
rate change. 

(iv) External costs shall consist of 
costs in the following categories: 

(A) State and looal taxes applicable 
to the provision of cable television 
service: 

(B) Franchise fees: 
(C) Costs of complying with franchise 

requirements. including costs of Pro- 
viding public. eduoational. and govern- 
mental access channels as required by 
the franchising authority; 
(D) RetI'8mmieaion consent fees and 

copyright fees incurred for the oarriage 
of broadcast signals; and 

(E) Other programming Costs. 
(v) The permitted charge for a rem- 

lated tier shall be adjusted on account 
of programming costs. copyright fees 
and retransmission consent fees only 
for the program channels or broadcast 
signals offered on that tier. 

(vi) The permitted o h w e  shall not 
be adjusted for costs of retransmiss10n 
consent fees or changes in those fees 
inourred prior to October 6,1994. 

(vii) The starting date for adjust- 
ments on account of external costs for 
a tier of regulated programming serv- 
ice shall be the earlier of the initial 
date of regulation for any basic or 
cable service tier or February 28. 1994. 

(viii) Changes in franchise fees shall 
not result in an adjustment to Per- 
mitted charges, but rather shall be Cal-  
culated separately as part of the maxi- 
mum monthly charge per subscriber for 
a tier of regulated programming serv- 
ice. 

(ix) Adjustments to Dermitted 
charges to reflect changes in the Costs 
of programming purchased from afflli- 
ated programmers, as defined in 
576.901. shall be permitted as long as 
the price oharged to the affiliated SYS- 
tem reflects either prevailing company 
prices offered in the marketplace to 
third parties (where the affiliated Pro- 
gram supplier has established such 
prices) or the fair market value of the 
programming. 

(x) Adjustments to permitted charges 
on account of incresses in oosts of pro- 
gramming shall be further adjusted to 
refleot any revenues received by the 
operator from the programmer. 

(xi) In calculating programming ex- 
pense. operators may add a mark-up of 
7.5% for new progmmining added after 
May 15. 1994 and shall reduoe rates by 
decreases in programming expense plus 
an additional 1.5% for decreases occur- 
ring after May 15. 1994. 

(e) Chanoea in the nun!&? of channels 
on regulated tiers. (1) A system may ad- 
just the residual component of its per- 
mitted rate for a tier to reflect changes 
in the number of channels offered on 
the tier on a quarterly basis. Cable sys- 
tems shall use FCC Form 1210 (Or FCC 
Form 1211. where applicable) to justify 
rate changes made on account on 
changes in the number of channels on a 
regulated tier. Suoh rate adjustments 
shall be based on any changes in the 
number of regulated channels that  oc- 
curred from the end of the last quarter 
for which an adjustment was pre- 
viously made through the end Of the 
quarter that has most recently closed 
preceding the filing of the FCC Form 
1210 (or FCC Form 1211. where applica- 
ble). However, when it deletes channels 
in a calendar quarter. a system must 
adjust the residual component of the 
tier charge in the next calendar quar- 
ter to refleot that deletion. The follow- 
ing table shall be used to adlust per- 
mitted rates for a tier for ohenees in 
the number of channels offered on the 
tier. The entries In the table prodde 

i53 
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the cents per channel per subscriber 
per month by which cable opemtora 
will adjust the resfdun1 component 
using FCC Form 1210 (or FCC Form 
1211, where applicable). 
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1.5 ............................................................... 
8 ................................................................... 
0.5 .................................................................. 
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9.5 ................................................................ 
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10.5 ................................................................ , 1 ................................................................. 
11.5 ............................................................. 
12 .................................................................. 
12.5 ................................................................ 
13 ................................................................ 
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forms and associated instructions es- 
tablished by the Commission. 

(g) Cost OJ service charge. (1) For Pur- 
pose of this section, a monthly Cost-Of- 
service charge for a basic service tier 
or a cable programming service tier is 
an amount equal to the annual revenue 
requirement for that their divided by a 
number that is equal to 12 times the 
average number of subscribers to that 
tier during the test year, except that a 
monthly charge for a system or tier in 
service less than one year shall be 
equal to the projected annual revenue 
requirement for the first 12 months Of 
operation or service divided by a num- 
ber that  is equal t c  12 times the Pro- 
jected average number of subscribers 
during the first 12 months of operation 
or service. The calculation of the aver- 
age number of subscribers shall include 
all subscribers, regardless of whether 
they receive service a t  full rates or a t  

Federal Communicallons Commission 

(i) Prudent investment by a cable o g  
erator in tangible plant that  is used 
and useful in the provision of cable 
Services le88 accumulated depreciatlon. 
Tangible plant in  service shall be val- 
ued at the actual money cost (or the 
money value of any consideration 
other than money) of property at the 
Wme it was first used to provide cable 
service. The actual money cost of plant 
may include an allowance for funds 
used during construction at the prime 
rate or at the operatof8 actual cost of 
funds used during construction. Cost 
overruns are presumed to be imprudent 
investment in the absence of a showing 
that the overrun occurred through no 
fault of the operator. 

(11) An allowance for start-up losses, 
if any, that is equal to the lesser of the 
first two years of operating costs or ac- 
cumulated losses incurred until the 
system reached the end of i ts  
Prematurity stage as defined in Finan- 
Cia1 Accounting Standards Board 
Standard 51 (“FASB 51”) less straight- 
line amortization over a reasonable pe- 
riod not exceeding 15 yeam that com- 
mences at the end of the prematurity 
phase of operation. FASB 51 i s  avail- 
able from: Financial Accounting 
Standards Board. 401 Merritt I. P.O. 
BOX 5116. Norwalk. CT 068565116. 

(ill) Intangible assets less amortiza- 
tion that  reflect the original costs pru- 
dently incurred by a cable operator in 
organizing and incorporating a com- 
pany that provides regulated cable 
services, obtaining a government fran- 
chise to provide regulated cable serv- 
ices. or obtaining patents that  are used 
and useful in the provision of cable 
services. 

(iv) The cost of customer lists i f  such 
Costs were capitalized during the 
Prematurity phase of operations less 
amortization. 

( v )  An amount for working capital tc 
the extent that  an allowance or dis- 
allowance for funds needed to  sustain 
the ongoing operations of the regulated 
cable service is demonstrated. 

(vi) Other intangible asset8 to  the ex- 
tent the cable operator demonstrates 
that the asset reflects costs incurred in 
an activity or transaction that  pro- 
duced concrete beneflta or savings for 
subcribera to regulated cable services 
that would not have been realized oth- 
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discounts. 
(2) A test year for an initial regu- 

lated charge is the cable operator’s fis- 
cal year preceding the initial date Of 
regulation. A test year for a change in 
the basic service charge that  is after 
the initial date of regulation is the 
cable operator’s fiscal year preceding 
the mailing or other delivery of Writ- 
ten notice pursuant t o  $16.932. A test 
year for a change in a cable Program- 
ming service charge after the initial 
rate of regulation is  the cable opera- 
tor’s fiscal year preceding the filing Of 
a complaint regarding the increase. 
(3) The annual revenue requirement 

for a t ier is the sum of the return com- 
ponent and the expense component for 

(2) In order to adjust the residual 
component of the tier charge when 
there is a change in  the number of 
channels on a tier, the operator shall 
perform the following calculations: 

(I) Take the sum of the old total 
number of channels on tiers subject to  
regulation (i.e., tiers that are, or could 
be, regulated) and the new total num- 
ber of channels and divide the resulting 
number by two; that  tier. 

(ii) Consult the table in paragraph (4) The return component for a tier is 
(e)(l) of this section to find the applica- the average allowable test Yew 
ble per channel adjustment factor for ratebase allocable to the tier adjusted 
the number of channels produced by for known and measurable changes oc- 
the calculations in parasraph (e)(Z)(i) curring between the end of the test 
of this section. For each tier for which year and the effective date of the rata 
there has been a change in  the number multiplied by the rate of return SPeCi- 
of channels multiply the per-channel fled by the Commiasion or franchising 
adjustment factor times the change in authority. 
the number of channels on that tier. (5) The expense component for a tier 
The result is the total adjustment for is the sum of allowable test yew ex- 
that tier. It is positive if the number of penses allocable to  the tier adjusted for 
chsnnela on the Mer has tncreeeed and known and measurable changes occur- 
negative if the number of channels has ring between the end of the test Y e a r  
deorewd. and the effective date of the rata. 
(0 Permitted charges for a tier shall 

be determined in accordance with lowing: 
(6) The ratebase may include the 
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changes In external costn shall be based 
on any changes In those external costs 
that occurred from the end of the last 
quarter for which an adjustment was  
P~BVIOUSIY made through the end of the 
auarter that has most recenWy closed 
preceding the flltng of the FCC Form 
IZlO tor FCC Form 1211. where applica- 
ble). A Srntem may adlust It8 rates 
after the dose of a quarter to reflect 
changes In external costs tha t  occurred 
dwlng t h a L  quarter as soon as I t  bas 
sufflclent Information to calculate the 
rate change 

(lv) External costs shall consist of 
costs In the following categories: 

(A) State and local taxes appllcable 
to the provdslon of cable television 
service: 

tB) Franchlse fees: 
(C)  Costs of complying with fraochlse 

requirements. Including costs of prc- 
vldlng ymbllc. educatlond. and govarn- 
mental PCW channels as requlred by 
the hanahlslngauthority; 
(D) R B ~ m i 8 8 1 o n  consent fees and 

coDmght fses incurred for the carriage 
of broadcast signals; and 
(E) Other prognrmrmng costs. 
(F) Commisalon cable television ays- 

tem regulators fees imposed pursuant 
to 47 U.S.C. 159. 

(v) The permitted charge for a mgu- 
lated tler shall be adjusted on acconnt 
of prognunming costs. copwight fees 
and r e t r m l o n  coneent fees only 
for the pragram channels or broadcast 
slgnda offered on that tler. 

(vi)  The permitted cbarge shall not 
be adjusted for costa af mtnmsmisston 
cownt  fees or changes tn thme fees 
Incurred prior to October 6.1994. 

(vW The startiug date for adjust- 
ments on account of external costa for 
a tler of regulated programming serv- 
ice shall b0 the earlier of the initial 
data of regulation mr any bsslc or 
cable eervice tlm or February aS. 1994. 

(vl l i )  Changes In @anchlse fees shall 
not result In an adjustment to per. 
mitted charges. hut rather ahall be cal- 
culated sepsrstely aa Dart of the maxi. 
mum monthly charm Der subscriber for 
a tlor of regulated pmgrammlns mrv- 
ice ._.. 
(ix) Adluatmenta to prmltted 

charrrea to mfleot changes In the casts 
of programrmng purchased from aMU- 
ated programmers. as defined in 

976.922 . 

(xi) In calculating programming ex- 
pense, omratcm may add a mark-up of 
1.5% for increases In p r o g r d n g  
costs OcOluTlng after March 31.1894. ex- 
cept that omretom mas not file for or 
take the 1.5% msrk-up on program-  
ming coat8 for new channels added on 
or after Mss 15, 1994 for which the o g  
erator has used the methodology set 
forth in paragraph W(3) of thls section 
for sdfuatlng raten for ohmnels added 
to cable programming servlce tiem. O p  
eratorn shall reduce rate? by decreaaes 
In progrpmrmng erpBDBe Plna an w- 
tional T.S% for decreaaes occun'lnc 
after May 16. 1994 except with respect 
to pmgmaming cost decrasses on 
channels added after W 16. 1994 for 
which the rate 8djustmEUt msthodol- 
ogr In paragraph (eX.9) of this section 
was ueed. 

(e) cfunwes In the nuntbet of channeb 
0)) rcpvlotcd tfsn--(l) osRerp1111. A we 
tern adjust the residual comiw- 
nent of Its Qermitted rate for a tier to 
reflect changes i n  the numbfz of chan- 
nels ofrered on the tier on a qWrrt8rl.v 
b&a. Cable srntema shall nw FCC 
Form I210 (or FCC Form lal. where ap 
plicable) to Justify rate caaages made 
on amount on changes in the number 
of cbsnnels on a basic service tier 

ice tler WX"T"). Such rate adjust- 
ments sball be based on any changes In 
t h e  number of regulated channeh tbat 

ter far which m adjustment was pre- 
viously msde thmugh the end of the 
quarter that has most recently closed 
preceding the filing of the FCC Form 
1210 (or FCC Form lal. where applica- 
ble). However. when a smtem deletea 
channels In a calendar quarter. the syk 

("BST") or a cable pmgmmmInS WIT- 

occurred from the end Of the last War- 
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A v a a g . M . d n p  
“!A* dlhm”M, 

1 1  ........................... 
115 ........................ 
12 ........................... 
12.5 ........................ 
13 ........................... 
13.5 ........................ 

tein must adjust the resldual compo- 
nent of the tier charge in  tbe next cal- 
endar quarter to reflect that deletion. 
O p e n t a r s  must elect hetween the 
cbannei addition rules in -pas 
(em) and (exs) of thls awtion the Brst 
time they adJust rata8 nlter December 
31. IW, GO reflect a channel addition to 
a CPST that oacupred on or after May 
16. lBM, and must uw the elected m t h -  
G d O l o g y  for all rate adjustments 
through December 31, W .  A system 
that adlusted rates after May 15, 1994. 
but before January 1. 1995 on account 
of a change In the number of channels 
on a CP8T tbat occurred after May IS. 
1994. may elect to revise Its rates to 
charse the rates permitted by para- 
graph (en31 of this section on or after 
January 1. 1995. but Is not required t o  
do so as a condition for using the meth- 
odology In paragraph (e)@) of tbls sec- 
tion for race adjustments after Janu- 
ary 1. 1995 Ratas for the BET will be 
governed exoluslvely hy pvaqraph 
cexa) of th in  section. except thst where 
a SYEtBm ONE& Olllv OD0 tier on May 
14. 1994. the a b l e  operator will be al- 
lowed to elect bemeen ppraoFaphs 
(ex21 and ( e W )  of this section sl i f  the 

(‘2) Adjwttng R a t a  for increcres ln the 
number of channe& ollered beilwen MW 
15. IS%. and December 31. lW7, on a bad& 
senttee I t e r  and at the elecilon of the oper- 
ator on a cable plDmMMing sRoics tier. 
The follorring table shall be uasd to ad- 
just permitted rates for incresses in 
the number of chumel8 offered between 
USY 15. 1994. and Dewmbar 31. lWI. on 
a basic servlce tier and subject to  the 
conditlons In paragraph (enl) of thls 
section at  the election of the operator 
on a CPST. The entrieu In the table 
provide the cents per channel per s u b  
scrlber per month by which cable oper- 
atom will adlust the residual compo- 
nent using FCC Form 1210 (or FCC 
Form 1211. where applicable). 

tier was a CPST. 

%*s A-M. %- 
?

M
y ‘=$a i s m #  

0 ~ 2 ~ 3 5  ......... o m  om 24-a ............ 0.05 
0.19 =€-a5 ...... ac4 
0 .1130 -S5  ......... M3 
0 . 1 6 M  0.02 
0.15 a.8.coQ.5 ...... 0.01 

1 .I 
1.5 .......................... 
8 ............................. 
8.5 .......................... 
9 ............................. 
95  .......................... 
10 ........................... 
10.5 ........................ 

10.52 
0.45 
0.40 
036 
08 
029 
0.27 
0.24 

14 .................. 0.14 
14.6 ............... 0.13 
15-15.5 ......... 0.12 
i s  .................. 0.11 
t6.5-11 ......... aio 
17.5-18 ......... 0.m 
18.5-19 ......... 008  
1#.%21.5 ...... am 
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In order to adjust the reddual com- 

on a tier, the operator shall perform 
the followlug osloulationa: 

(i) Take the s u m  of the old total 
number of channels on tiers subject to 
regulation (Le.. tiem that are. or could 
be, regulated but excluding New Prod- 
uct Tiem) and the new total number of 
channels and divide the resulting num- 
ber by two: 

(ii) COmult tbe above table to flnd 
the applicable per channel adjustment 
factor for the number of channels pro- 
duced by the Calculations in paragraph 
(eX2Xi) of this section. For each tier 
for which there han been an increase in 
the number Of Channels. multiply the 
per-channel adjustment factor times 
the change in the number of channels 
on that tier. The result is the total ad- 

PQD8nt Of the tier C h u g e  when them le 
an iDClWW in the number Of chPnnele 

justment for that tier. 
(3) AltetnonW methodolam fm adjwt- 

tng rated for changes in fhe number of 
channelr offered on a cable plograntmfng 
servl~e ne m a single tier ryatem betrocen 
Ma21 15, 196% and December J 1 . l s s l .  Thls 
paragraph at the Operator’s discretion 
88 set forth lo paragraph teK1) Cf thls 
section aball he used rn miimt. ne?. 

~ .. r__ 
mitted rates lor a CPST a m r  neeem- ................. 
ber 31. 1994. for changes in the number 
of C h a n n e l s  offered on a CPST between 
M a y  15.1994. and December 31.1997. FOP 
purposes of this W a p h  (e)(3) of this 
section, a single tier system may be 
treated an i f  it were a CPST. 

(i) Operators cap attnbutable to new 
channels on d l  CPSTs through Decmber 
31, 1997. Operatom electing to use the 
methodology set forth in this ma- 
graph may increase their rates between 
January 1. 1995, and December 31, 1997. 
by UP to 20 cents per channel. exclusive 
of Programming costs. for new chan- 
nels added to  CPSTs on or after May 
15. 1994. except tbat they may not 
make rate adjustments totalling more 
than $1.20 per month, per subscriber 

Federal Communlcononr CommlssIon 576.921 

through December 31.1995. and by mOre SCribem more than the 30 cents he- 
than $1.40 per month, per subscriber tween J - W Y  l, 1995. and December 
through December 31, 1997 (the “Opera- 31. 1996, for license fees wocis ted wlth 
tor’s Cap”). Except to the extent that channels added after MaY 15. 1594. pro- 
the programming costa of such chan- vided that the total amount recovered 
ne18 are covered by the License Fee Re- from subscribem for such Channels. in- 
=me provided for in paragraph cluding the License Fee Raseme. does 
(e)(3)(iii) of this section. programdng not exceed $1.50 per subscriber. per 
costa ansociated with channels for month. After December 31, 1996. license 
which a rate adjustment is made p m u -  fees may be paased through to BubSCrib- 
ant to this paragraph (e)@) of this sec- em pursuant t o  paragraph (d) of this 
tion must fa l l  Within the Operator’s section, except that license fees B88OCi- 
Cap if the programming costs (includ- ated With channels added pursuant to  
ing any increases therein) are reflected this paramph (d)(3) of this section W i l l  
in rates before January 1. 1997. Idla- not be eliglble for the 1.5% mSrk-up On 
ticn adjustments pursuant to increases in programming costa. 
$16.922(d)(Z) are not counted against (io) TImhg. For purposes of determin- 
the Operator’s Cap. ing whether a rate increase counts 

(ii) Per channel adwment. Operator8 against the maximum rate increases 
may increase rates hy a per channel ad- specifled in paragraph8 (e)(3)(1) through 
justment of up to 20 cents per sub- (e)(S)(iii) of this section. the relevant 
scriber per month. exclusive of pro- date shall be when rates are increased 
grsmming coats. for each channel a8 a result of channel additions. not 
added to a CPST between May 15, 1994, when the addition occurs 
and December 31. 199’7. except that an (4) Deletlm of Chonnela. When h P -  
operator may take the per channel ad- ping a ohannel from a BST or CPST. 
justment only for channel additions operatore shall reflect the net redue 
tbat result in an increase In the high- tion in external costs in their rates 
est number of channels offered on all p m u a n t  to p a r m p h 8  (d)(3) (1) and 
CPSTa aa compared to May 14, 1594. (ii) of this section. With r e m c t  to 
and each date thereafter. An9  revenues channels to  which the 1.5% mark-up On 
received from a programmer, or shared programming costs applied pursuant to  
by a programmer and an operator in paragraph (dX3XXi) of this Section. the 
connection wlth the addition of a chan- operator shall treat the mark-UP 88 
ne1 to a CPST shall flmt be deducted part of its p-ng costs and Sub- 
from programming costs for that chan- tract the mark-up from its external 
ne1 pursuant to pwagraph (dX3)(x) of costs. Operators shall alem reduce the 
this section and then. to the extent price of thpt tier by the  “residaal” 6 5  
revenue8 received from the program- mobtad with that channel. For C h a n -  
mer are greater than the programrnlng ne18 that were on a BST or CPST on 
costs. shall be deducted from the per May 14, 1994. or channels added after 
channel adjustment. This deduction that date pursuant to paramph (e)@) 
will apply on a channel by channel of this section. the per channel m s l d d  
basis. 

(111) Lkense fee ruerue. In addition to  tarnal cods for the tier. and rnjr per 
the rate adjustments permitted in channel sdfostments mde aftar that 
pwagraphs (eX3)(1) and (e)(3)(ii) of this data. divided bJ ths total nrunbsr of 
section operatom that make channel chrnnettl on the tier minos the nOmbtlP 
additions on or after May 15. 1994 may of 0h.naels on the tier that raoeired 
increase their rates by a total of 30 the psr oI16lma adJsW& &ned in 
cente per month. per subscriber be- (em) of tbil swtlon. For 
tween January 1, 1995, and December channels added to a CPST srter M8Y 14. 
31, 1996. for license fees wociated With 1994, pUrsuaat t0 psregrspb (ex31 Of 
such channels (the “License Fee Re- this saction, the residuals &all he the 
serve”). The License Fee Reserve  ma^ actual per channel adlushent  taken 
be applied againat the initial license for that channel when it waa added to  
fee and any increase in the license fee the tier. 
for such channels during this period. (6) Mmnrnent of- bstaan tiera. 
An operator may psu-through to sub- When a obaImel Is mvfd from a CPST 

ls the ahurge for tbe tier. mias the 0s- 
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or a BBT to mother CPST or BST, the a small cable company and incur addi- 
price of the tier from which the c m -  tional monthly per subscriber headend 
ne1 is dropped shall be reduced to re- costa of one full cent or more for an ad- 
flect the decrenae in programming ditional channel m y  choose among 
costa and residual as descrlbed in para- the methodolog'Ies set forth in pasa- 
graph (e)(4) of this section. The resid- graph8 (e)@) and (e)(3) of this section. 
uai essccisted aith the ahlfted channel ~n additton. such system m y  increase 
shall then be Convertad from per sub- rates to recover the actual cost of the 
mrlw to aegreeatS numben ensure headend equipment required to add UP 
aggregate l'WV0nUea from the C h p n n e l  to seven such channels to CPSTs and 
remein the 8e.1~0 when the C h . n a e l  is single-tier systems, not to exceed S.Wo 
m o d .  The aggregate residual Woci- per additional channel. Rate increases 
ated with the shifted Channel may be pur'susot to this m a p h  m y  occur 
shift0d to the tier to which the Channel between January 1, 1995, and December 
is being moved. The residusl shall then 81. 1@7. as a result of additional chan- 
be converted to per subscriber figures nels offered on those tiem after May 14. 
on the new tier. plus an7 subsequent 1994. Headend costs shall be depreciated 
inflation adjustment. The price of the Over the useful life of the equipment. 
tier to which the channel is shifted m e  rate of ret- on this investment 
m y  then be Increased to reflect this shsl~ not exceed 11.25 percent. In order 
amount. m e  price of that tier m y  to recover costa for headend equipment 
also be increased to reflect any in- purausnt to this psr-@,, Bystem, 
creme in P r O W m n g  Cost. OPem- must certify to the CoMniedon their 
tor may not shift a channel for which eligibility to this m p h ,  and It received a Per the level of costa they have actually in- 
Pursuant to PaSWaPh (e)(3) of this Set- curred for adding the headend equip 
tton from a CPST to a EST. ment and the deprectation schedule for 

(6)  Substitution of channeIs on a BST or the equipment. 
CPST. If an operator sumtitutas a new 

(8) suMet ppngnpa (e) of channel for an existing channel on a -tion sh.ll ~ to be eirecave CPST or a BST. no per channel adjust- on Jq 1, de by 
ment may be made. Operatom sub- thecomiM,on. stituting channels on a CPST or a BST 
shall be required to reflect any reduc- Permitted charges for a tier 
tion in progrsmming costa in their be determined in accordance with 
rates and may reflect any increase in forms ansociated inatructions "- 
programming costa pursuant to para- tablished by the Co-ssion. 
graphs (d)(3)(1) and (dxsxii) of this sec- For pur- 
tion. II the p r o m m l l g  cwt for the Dose of this section, a monthly costof- 
new cmnel greater than the pro- 8ervice charge for a basic aervice tier 
gramming cost for the repllaced chan- O r  8 cable W w W  emvice tier Is 
nel. and the opsrator chooses to psas an amount e q d  to the annual revenue 
that increase through to sumri&rs. requirement for that their divided by a 
the excess shall count against the Li- number that is equal to 12 t ima  the 
cense Fee Raserve or the Operator cap average number Of Subscribem to that 
when the incresaed cost ie pessed tier dUrJW the test Yeear. except that a 
through to subscribera. Where m oper- monthly C W e  for a smtem or tier in 
ator substitutes a new channel for a service less than one seep shall be 
channel on which a 1.5% mark-up on equal to the pmjected antlllsl revenue 
progrsmming costa was taken p--t requirement for the flmt ia months of 
to magraph (d)(3xxl) of this section. opemtion or service divided by a n u -  
the operator may retain the 7.5% ber that 18 equal to 12 times the Pro- 
marlc-up on the Ucsnse fee of the jected average number of sumcribern 
dropped channel to the extent that it 1s durlng the flmt 12 months of oparstion 
no greater than 1.5% of programming or service. The calculation of the aver- 
cost Of the new service. age number of subscrihern shall include 

(1) Headend unmzdes. When adding all suhScr4bem. regardless of whether 
chenoels to CPSTs and dngle-tier sys- they w i v e  service at full rates or at 
tems. cable s m t e m  that sre owned by discounts. 

(9) Cost of sewice 
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U'anhmgtan, DC 20554 

Approved by OMB 3060-0685 

FCC FORM 1240 
UPDATING MAXIMUM PERblITTED RATES FOR REGULATED CABLE SERVICES 

Cable Operator: 

Name of Cable Operator 

City State 

Mailing Address of Cable Operator 

ZIP Code 

Name of Local Franchising Authority 

Mailing Address of Local Franchismg Authority 

~ State I o e  

Telephone number Fax Number 

6. Indicate the time period for which you are performing a true-up. 

a. Is this the first FCC Form 1240 filed in any jurisdiction? 
b. Has an FCC Form 1240 been filed previously with the FCC? 

1" 

12/01/00 I 11/30/01 I ( d Y Y )  

I X 
X 

1. Status of Previous Filing of FCC Form 1240 (enter an "x" in the appropriate box) 
mr Nn 

FCC Form 1240 
July 1996 MicroroR Excel 5 0 Version Page I 

-I .I 



b. Has m FCC Form 1210 been previously filed with the Franchising Authority? 

Page 2 

X I 

FCC Form 1240 
July 1996 

a. Has an FCC Form I200 been previously filed with the FCC? I X 

11. Is FCC Form 1205 Being Included With This Filing X I 

AI  Current Maximum Permitted Rate S25.9727 

Average Subscriberrhip For True-Up Period I 

Average Subscribership For Trw-Up Period 2 

Estimated Average Subscribership Far Projected Period 

33,809 

34,553 



Federal Communications Commission 
Washington. DC 20554 

Approved by OMB 3060-0685 

Part 11: True-Up Period 
Module E: Timing Information 

I I 
Line Line Description 

El What Type of True-Up Is Being Performed? (Answer " I " ,  "T, or "Y. See lnstrucllans for a description ofthere WpcS ) 2 

If "I" , go to Module 1. If "2". answer E2 and E3. 11"Y'. answer El, E3. E4, and E5. 
Number of Months in the True-Up Period I 

Number of Months between the end olTrue-Up Period I and the end of the most recent Projected Period 

Number of Months ~n True-Up Period 2 Eligible for Interest 

Number ofMonths Tme-Up Penod 2 Ineligible for Interest 

E2 

E3 

E4 

E5 

FCC Form 1240 
Page 3 M~crosofi Excel 5 0 Version July 1996 



Approved by OMB 3060-0685 Federal Communications Commission 
Washington, DC 20554 

HI5 Remaining True-Up Ad]urlment [H13-H14] 

Part 111: Projected Period 

Note: The mIzimum pennirudnrtejiprrr do not lake into account m y  re/und liability you may hme. Ifyou hovepreviously been ordered by the Commission oryour 
loco;/ranchrsmng aurhority IO make re/undr. you m e  not relieved o/your obligation to ma& such relunds even frhe permitted rote is higher than the conteJtedrote oryour 
rurren1 roll. 

Certification Statement 

WILLFUL FALSE STATEMENTS MADE ON THIS FORM ARE PUNISHABLE BY FINE AND/OR IMPRISONMENT 

Page 4 Microrofl Excel 5 0 Version 
FCC Form 1240 

July 1996 



Federal Communications Commission 
Wachmgton, DC 20554 

Line Period FCC Inflation Factor 

101 Month I 1.99% 

102 Month2 3.23% 

103 Month3 3.23% 

104 Month4 3.23% 

105 Month5 2.08% 

106 Month6 2.08% 

107 Month7 2.08% 

109 Month9 2.25% 

108 Month8 2.25% 

I10 Month 10 2.25% 

Approved By OMB 3060-0685 

True-Up Period I 

114 Month 13 

115 Month 14 

116 Month I 5  

117 Month16 

118 Month 17 

119 Month 18 

120 Month19 

121 Month20 

122 Month21 

123 Month22 

124 Month23 

125 Month24 

126 True-Up Period 2 
Average Inklalion Factor for 

Worksheet 1 - True-Up Period Inflation 
For instructions, see Appendix A of lnstruct~ans For FCC Form 1240 

Page 1 ~icrosoi? Excel 5.0 Version 
FCC Form 1240 

July 1996 



. federal Cornmuntcatmns Commission 
Washington. DC 20554 

Approved By OMB 3060-0685 

Worksheet 2 - Caps Method 
True-Up Period, Basic Tier 

For tnstrwtions, see Appendix A of Instructions For FCC Form 1240 

Period I+ I Question I .  Indicate the period for whlch this worksheet is being used. (Put an "X" in the appropriate box.) 

Question 2. Indicate the tier for which this worksheet is being used. (Put an " X  in the appropriate box.) 
Basic 1 Tier2 1 Tier3 I Tier4 I Tier 5 

X I I I I 
Question 3 How long is the first period, in rnanthr,for which rates are being set with this worksheet? 
Question 4. How long is the second period. in rnonths.for which rates are being set with this worksheet? 

I L I I S I I D L  r r i C  -'" Fee Reserve Operators Adjustment 
Llsed Cap Used 

Previous Currenl  

Channels Channels 
Cap For Reserve Used 

License Fees Change 
Added 

$1.29 SUI0 52.09 2 J 1  

?UZ s a . - . L  ' <"LO I m PO 1 51.49 

PI;, lOUS 

hlunth 
lYl"ll,l l  I <".", , *".". I I I 

I203 Month2 5 1  I 51 I o  I I I $0.69 I $0.81 
1204 

LVY 

210 
21 I 
212 

Month 3 
205 Month4 
206 Month5 
207 Month6 
208 Month7 

Month 8 
Month 9 
Month 10 

-.%- 

Month I I 

$1.49 
$1.49 
$1.49 
51.49 
S1.49 

' -0 S1.49 
.."O S1.49 

$1.49 
D S1.49 

51 $1.49 I I I I 

225 

Page I Microsofl Excel 5.0 Version 
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r Federal Communications Commission 
Washington, DC 20554 

Line Period 

Approvcd By OMB 3060-0685 

Total Caps 
Adjurlmenl 

Total License Total Operators Operator's Previous Current 
Fee Reserve Operators Cap For 

Cap Used 
Regulaled Regulated Reserve Used Usrd Change Channels FPes 

Added Channels Channels 

License Fee Net Cap For 

Worksheet 2 - Caps Method 
Projected Period, Basic Tier 

For Instructions, see Appendix A of Instructions For FCC Form 1240 
I True-Up I Proiected I 

Question 

Question 

Question 

Indicate the period for which this worksheet is being used. (Put an " X  in the appropriate box.) 
Period Period 

Indicate the tier for which this worksheet is being used. (Put an " X  in the appropriate box.) 

Basic I Tier2 I Tier3 I Tier4 I Tier 5 
X I I I I 

Fl How long is the first period, in months,for which rates are being ret with this worksheet? 
Question 4.  How long is the second period, in months,for which rates are being set wilh thin worksheet? 

I I I 2 3 4 5 6 7 8 9 I 

202 
203 
204 
205 
206 
207 
208 
209 
210 
211 
212 

Month I 
Month 2 
Month 3 
Month 4 
Month 5 
Month 6 
Month 7 
Month 8 
Month 9 
Month I( 
Month I I 

Page I M~crosofi Excel 5.0 Version 
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Federal Communications Commission 
Washington, DC 20554 

01 Average Permitted Charge $25.9400 

02 Average External COS& sB.3807 

FCC Form 1240 
July 1996 Microsoft Excel 5 0 Version Page 1 

. . - ._ - 

51.4912 
Average Total Per Channel Adjustments after 5/14/94 

404 Average Tier Residual [401-4024031 $16.0681 

405 Average Channels per Regulated Tier 51 0000 

406 Average Caps Method Channels per Tier 4 0000 

407 Average Remaining Channels [4054061 47.0000 

408 Average Pcrwd 1 Per Channel Residual L40414071 $0.3419 



Federal Communicatlans Commission 
Warhmglon, DC 20554 

Approved By OMB 3060-0685 

Worksheet 4 - Residual 
Projected Period 

Question I .  Indicate the period for which this worksheet is being used. (Put an "X" in the appropriate box.) 

b d e 
Tier 1 Tier 3 Tier 4 Tier 5 

c a 

Period One 

Line Line Description Basic 

Page 2 Microsoft Excel 5.0 Version 
FCC Form 1240 

July 1996 



Federal Communications Commission 
Washington, DC 20554 

Approved By OMB 3060-0685 

Worksheet 5 - Channel Movement and Deletion 
Projected Period, Basic Tier 

For instructions, see Appendix A of Instructions For FCC Form 1240 
Question I .  Indicate the period for which this worksheet is being used. (Put an ' " X  in the appropriate box.) ~ 

. . .  True-Up Period Projected Period I 
Y I '. I I 

Quesrion 2. Indicate the tier for which this worksheet is being used. (Put an " X  in the appropriate box.) 
I I I I Tier 4 Tier 5 Tier 2 Tier 3 Basic 

X I 
Question 3. How long is the first period, in months, for which rates are being set with this worksheet? 
Question 4. How long is the second period, in months, for which rates are being set with this worksheet? 

I Cumulntivc Net Per-Channel 
Cost Adjustment 

Residual of Channels Deleted Residual of Channels Moved Adjustment 2 
From Tier (added) to Tier Column 11 

Line Period I 
502 Month I $37.2876 

503 Month2 
504 Month3 
50s Month4 
506 Month5 
507 Month6 
508 Month7 
509 Month8 
510 Month9 I I 
511 Month10 
512 Month II 

513 Month 12 I 
514 Average Period 1 Channel Movement and 

Page I Microsoff Excel 5.0 Version 
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Federal Communications Commission 
Wzshingtan, DC 20584 

Question I .  For which time period are you filling out this worksheet? [Put an "x" in the appropriate box.] 

Approved By OMB 3060-0685 

X I I 

Worksheet 7 - External Costs 
True-Up Period 

For inSlNCtionr, see Appendix A of Instructions For FCC Form 1240 

I T ~ e - u p  Period I Projected Period 1 

Page I Microsoft Excel 8.0 Version 
FCC Form 1240 

July 1996 



Federal Communications Commission 
Washington, DC 20554 

Approved By OMB 3060-0685 

Worksheet 7 - External Costs 
Projected Period 

For ~nstruuclions, see Appendix A of Instructions For FCC Form I240 

Question 1. For which time period are you filling out this worksheet? (Pul an "X" in the appropriate box.] 

Question 2 How long i s  the first period, in months, for which rates are being set with this worksheet? 
Question 3. How long IS the second period, in months, for which rates are being set with this worksheel? 

FCC Form 1240 
July 1996 Microsol? Excel 5 0 Version Page 2 
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Federal Communications Commission 
Washington, DC 20554 

801 Month I 

Approved By OMB 3060-0685 

$25.9400 

Worksheet 8 - True-Up Rate Charged 
For ~nstructions, see Appendix A of Insuuc11ons For FCC Form 1240 

Question 1 How long IS the True-Up Period I ,  in months? 
Question 2 How long is the True-Up Period 2, in months’ 

812 MonIh 12 

813 Period 1 Average Rate 

814 Month 13 

815 Month 14 

816 Month15 

817 Month16 

$25 9400 

$25 9400 

802 Month2 

803 Month3 

804 Month4 

805 Month5 

806 Month6 

807 Month7 

808 Month8 

809 Month9 

810 Month 10 

811 Month I I  

826 Period 2 Average Rate 

$25.9400 

$25.9400 

$25.9400 

1 

I $25.9400 I 1 1 1 1 
$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

$25.9400 

818 Month 17 

819 Month 18 

820 Month 19 

821 Month20 

822 Month21 

823 Month22 

824 Month23 
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